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Soviet Economlc Problems: JIabor Productivity

Ae the final speaker in your two day study of the Soviet
econoy, I fiod myselfl in a position where it is &ifficult o
say anything that is really nev. 50 if some of the points in
my brief presentation sound familier to you, this is bvecause
I think they are ipportant encugh to warrant scme repetition.
And if I & pucceed in saying somsthing nev, we can congratulate
each other st the coffee break.

To my nind, the most serious problems confronting the
Soviet economy center around lsbor productivity. For the first
time in its history, the Soviet Union is faced with & shortage
of labor. There are two primary reasons for this - first, the
low birth rete of World Var II and the early postvar pericd,
and secondly, the inability to divert sdditiomal agricultural
labor to infustry, at lsast for the time deing.

The lsdbor shortage is going to plague the Soviet leaders for
a8 long time. The increment 10 the labor force during the periocd
1957-1962 will be about 5.7 million., This compares with 8.4
smiilion in 1950-1955, or an absolute decline of 2.7 million. To
be sure, some sdditional diversion of military personunel to
civilian occupatione would emse the problem, but the absolute
shortage would still be fbmi&sbh The Soviets are well aware
of thaelr probiem. In his lgmeemb{;r speech to the Suprenme
Soviet, planning chief Kuzmin stated that increases in industrial
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output depend largely on productivity increases. Bo one can
damibt that Lmprovement is possible,; or that the Soviets have
& wery long vay to go to catch wp to the United States in this

arsi. Isat's look at a few figures.
ERIEFING ATD

We can see from this chart that: |

1. The USER has & higher proportion of population
in the civilian labor force ~ 47 per cent coupered with
kO per cent in the US.

2. Although the size of the industrial labor force
in the two countries iz about the same, the value of US
infustrial profduction iz aboul three times that of the
Boviet Unlon. In rough terms this 3 to 1 ratio is a
useful general measurs of relstive industrial productivity
in the two countries.

3. Xf industrial labor productivity in the Soviet
Union 1s low by our standards, asgricultural productivity
can only be descridbed as shyemsl. In their countyy
1t takes 1 Pam worker to feed four people, compered t0 &
1 to 2% reatio in the United Btates.

Apart from the emphasis on techoological innovation to
improve labor productivity, the major recent shift in interel
economlic policy centers arcund egriculture and housing.
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twe aims - firet, to maise the quallity of the Soviet diet to
leveles approximeting that of the Unlted Sisntes, and second, to
incresse agricultural productlvity to the point where the
transfer of wvorkers 1o industry can be resumed. The Soviet diet
has been uninspiring. A typical worker complaint when urged to
increase output has been, "wihy work harder o saxm more rubles
when all 1t will buy is more blaeck bresd?” let's take a look
at camparative diets in the USSR and in our own country.

From this chart, we can see that;

1. BSoviei diet is sdequate in calories, with
over 3,000 per caplta.

2. However, it is overvhelmingly a grain and potatoes
8let, These two staples constituted TO per cent of the
caloric intake in 1956.

3. Tha diet, by U.8. standards, iz deficlent in
fate and oils and milk,

L. The widest dlscrepency was in meat. In the U.5.,
i3 per cent of the daily caloric intake wms accounted
for bty meat and fish, compared to only b per cent in
the Soviet Unlom.

Earushchev has called upon Soviet agriculture to meteh

the United Btates in per cadita ocutput of milk by 1958 and of
¥
meat by 1965'&" I wouldn't take these gpecific dates too
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seriously. It sesmz clear that the agriculiural goals are
t00 apbitious, snd that many more ysars will be reguired for
thelr achisvement. I would like to make two points about
thess goals. ’

1. The Soviet leaders ure sarious about them.

They have already diverted sizeable ampounts of money
eway from industrial investwent to agriculture to meke
some progrees in the diet.

2. Fopular expectations have been raiszed by the
frequently repeated promises of agrieultural improvement.
Ehrushchev is pergonally idemtifled with them. In the
Boviet Union, where resources are chrounlecally over-
somnitied and vhere priority sdjusiments are continuoualy
necesgary, sgriculture has traditicoally teen a sitepehiid.
when the inevitable cuts came they invariably fell on the
conguner sector. Bul apparantly this 1s no longsr poesible.
If we are right in thinking that the present sgricultural
investment allocatlions are not enough to achlieve the
Jowlly trumpeted gosle, then additional funds must be
made awmilable. And if Xarushchev feels compelled to
keep his sgricuiturzl promises to the Soviet people, &
reduced industrial growth rete may persist for & long time.
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As a further prop to worker incentives, the Soviets have
begun to ippliment plane for sasing the chronic housing
abortege, o cause of widespread dlssatisfaction. Current
living-gleeping spece for o family of four is about 13 feet by
13 Pewt. This is less than half that avallsble in Ytaly and
sbout one-third that of the United Kinglom. Xhrushohev has pro-
miged a 15 per cent M&’ﬁ%ﬁ&w will be over-
come in the next 10 to 12 years.

In keeping with these objectives, the Soviets last month
snnunced & planned 30 per cent ipersasing in wban housing
sonatruction for 1058, If this plan is earzied through, housing
will eouprise asbout one-third of total construction expenditures
this year. This means, of course, & diversion of bullding
meterials sway from infustry.

vhethor this two-pronged attack on the productivity problenm
will succeed is, of couree, conjectiral. The agriewitural and
lesders o realise their goels. The esteblisiment of a trend
in fmprovesant of living stanfards -~ the acceptance by the workers
of the ides that things sre gelting bettexr snd will continue W
got better may be spulficlent 0 bring out the degree of cooperation
with the regime that 1s necessary.

On the other hané, the fallure to achieve tangible progreas
in raising living standerds would considersbly wndermine Khrushchev's
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sttenpi to create an image of & regime dedicated to popular
welfare and determined to fuifill its promises to the peonls.
Buch a failure would tend to weaken popular support and mght
even, by 1ts effect on worker incentivee, damage the prospects

of econamic grovth. To some extent, therefore, the regime's frec-
don of sotion has been diminished.

Promised improvements in dist and housing dc*mt., of
course, mean that per caplta consmumpticn will be raised acroes
the board to anything approaching the U.B. level of living.
Despite the sroding of the traditional Stalinist priorities,
primmry amphaats continues on military prepersdness and heavy
industry, and per capita ecnmtimu(a while is only about
20 per cent that of the U.S5. This 18 clesxrly seen when the
output of capital and dioable consumer goods are compared.

This chart shows: -

1. Soviet output of cosl, machine tools and steel
range frem 50 per ceuht of T.8. output to 200 per cent.

2. In contrast, Soviet output of automobiles,
wveshing machines and refrigsrstore from less than 2 per
cent tc & per cent of those 1n ths U.S.
Some competent Soviet stullents believe that it is impossidble

tw educate the naages of the people and maintain & low oversll
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level of consumption for very many years. They also belleve
that 1% 1s impossivle to start a trend of izproving consumer
welfare without it baviog & suowdall effect. That 1s to say,
improvement in living nmm breeds additional pressure for
further improvement. I wu not competent to discuss this theels.
Tt is a soclological and not an econtmic one. It is however, of
key importance, because 1f true it mesns:

1. First, a further shift in investment toward
consumer indusiries, and poesibly & dramstic shifi,
snd,

2. Becond, an incremse In the proportion of total
product golng ioto consumption at the expense of in-
vestment.

My own guess is that what the soclologists are talking
about is more apt to be evolutiopary than revolutionary, more & matier
of & few generations than a few years.

In summary, then:

1. The Soviet Union tolay and for at least 5 years
mtamm:zmmmé.mmrmms, is snd will
be plagued by & shortage of labor.

2. In an effort to increase labor productivity,
concessions in the form of a much improved diet and some-
vhat better housing heve been made.

3. To fulfill these promises, significant Qiversicons
of investment funds bave already been made and probebly
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L., The effect of these shifts will be to reduce
! the spectacular rete of economic growth which has been
gn outatanding feature of the Soviet econfmy in the post-
war yeare, and finally,

5. There ies scme possibility, although I believe

a slinm one, that the program of worker incentives may

snovball, radically chauging the face of the Boviet
econoRyy a8 we know it today.
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